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THE STORY IN BRIEF 


1946 1945 1944 

Net Sales.$1,612,596,050 $1,045,258,832 $988770,171 


Net Income before Federal Taxes on Income . 

Net Income after Taxes. 

Earnings per Share. 

Taxes, Federal, state and local. 

Taxes per Share. 

Dividends Paid per Share. 

Dividends Paid. 

Working Capital. 

Net Worth (Capital plus Surplus) .... 

Inventories. 

Merchandise on Order. 

Depreciation Charged. 

Land, Buildings, Fixtures and Equipment 

Reserve for Depreciation on Buildings, Fixtures, 
and Equipment. 

Other Reserves. 

Contribution to The Savings and Profit Sharing 
Pension Fund of Sears, Roebuck and Co. Em¬ 
ployes . 

Contribution to The Supplemental Savings and 
Retirement Plan of Sears, Roebuck and Co. 
Employes. 


Number of Stockholders. 

Number of Retail Stores. 

Number of Mail Order Plants. 

Number of Order Offices. 

FIGURES FOR THE THREE YEARS A 


168,230,516 

96,661,836 

103,608,644 

100,098,516 

35,834,836 

34,176,111 

4.24 

1.52 

1.46 

84,589,620 

73,262,472 

82,181,202 

3.58 

3.11 

3.50 

1.75 

1.06 

1.06 

41,328,777 

25,020,126 

24,891,614 

295,042,195 

256,289,747 

239,696,991 

380,501,867 

321,021,983 

308,472,733 

294,155,238 

181,595,547 

146,078,593 

242,554,680 

301,144,992 

178,616,304 

12,642,590 

8,565,384 

8,440,851 

200,724,993 

188,657,238 

188,551,663 

93,505,272 

97,743,417 

92,902,149 

52,704,729 

46,342,448 

44,931,525 

16,786,535 

9/08,314 

7,667,697 

1,500,000 

1,500,000 

1,500,000 


89,664 

73,159 

59,502 

610 

604 

606 

10 

10 

10 

321 

304 

266 


E SHOWN ON A COMPARABLE BASIS. 
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TO THE STOCKHOLDERS OF 
SEARS, ROEBUCK AND CO.: 

The Annual Report of the Company for the fiscal 
year 1946, ended January 31, 1947, including certified 
financial statements, is submitted herewith. 

INCOME, DIVIDENDS, SALES 

Net income after provision for all taxes for the year 
1946 was $100,098,516, equivalent to $4.24 per share of 
outstanding common stock, compared with $1.52 per 
share for 1945. 

Dividends of $41,328,777 were paid to stockholders, 
equal to $1.75 per share. 

Net sales for the year amounted to $1,612,596,050, an 
increase of $567,337,218, or 54.3% over last year. 

FINANCIAL 

Net working capital increased $38,752,448 during the 
year to $295,042,195 on January 31, 1947. 

Cash and short-term Government securities, 
$133,444,215 this year, compared w'ith $210,255,093 at 
the close of last year. Accounts receivable outstanding, 
$38,328,510, increased $15,115,116 over the balance 
last year. 

Merchandise inventories, $294,155,238, were 
$112,559,691, or 62% more than a year ago and repre¬ 
sent a better proportion of stock on hand in relation to 
sales requirements than was possible to maintain during 
the past few years. 

Merchandise on order for future delivery is lower 
than a year ago, reflecting the improvement in mer¬ 
chandise availability. The total, $242,554,680, com¬ 
pares with $301,144,992 a year ago. 

While sales this year have greatly exceeded all pre¬ 
vious volume, the Company still faced serious shortages 
in merchandise supply. This necessitated the return of 
more than $255,000,000 to catalog customers due to our 
inability to ship them the merchandise they ordered. 
Also, to an extent that is unknown the sales of retail 
stores were limited by these shortages. With a more 
complete supply of durable goods which were in short 
supply, and with the present trend of business activity, 
the outlook is favorable for a good Spring business. 

The operating profits and the profits after taxes are the 
highest in the history of the Company. It should be point¬ 
ed out that all of the profits were required to finance 
the extraordinary increase in net sales of $567,337,218, 
an amount in excess of one-half of the entire volume of last 
year. At the Company’s normal rate of turnover, such an 
increase in sales required a substantial increase in inven¬ 
tories. Sales volume continues in 1947 at new high levels. 

In accordance with the traditional policy of the Com¬ 
pany, the increase in inventories and the physical facili¬ 
ties involved have been provided from profits and cash 


reserves. To avoid having too much of the Company’s 
capital invested in land and property improvements, as 
well as to provide funds for new expansion, selected 
established store properties were sold and leased back by 
the Company for a long term of occupancy. In addition, 
some of the securities of other companies were sold. The 
profit, $4,605,180, on the sale of these properties and se¬ 
curities has been included in Other Income. No financing 
in the form of additional stock, debentures or mortgages 
has been made and none is now contemplated. 

An investment interest is held in some of the manu¬ 
facturing companies which produce a substantial por¬ 
tion of their output for this Company. Where owner¬ 
ship in these companies is not over 50%, it is the prac¬ 
tice to include their earnings in income only when 
received as dividends. Scars’ equity in these sources, 
plus its equity in the Allstate Insurance Companies, is 
$14,390,024 more than the amount at which these 
equities are carried on the books. 

PHYSICAL FACILITIES 

Additional physical facilities were required to take 
care of the increased volume of business. A new mail 
order plant to be completed about May first is under 
construction at Greensboro, North Carolina. Additions 
providing more warehousing and plant space were con¬ 
structed or are under construction at Atlanta, Mem¬ 
phis, and Dallas in the South, at Philadelphia in the 
East, at Minneapolis in the Middle West and at Seattle 
and Los Angeles on the Pacific Coast. New retail 
facilities were added by the enlargement of some exist¬ 
ing stores and the addition of a few new stores of the 
smaller type. Others are still under construction. At 
the end of the year 610 retail stores were in operation 
in comparison with 604 last year. 

Repair and maintenance expenses were $11,376,087 
against $8,328,147 last year. These expenditures were 
large for the following reasons: Increased costs; large 
volume operation; repairs of a nature that were deferred 
during the war years; the procuring and conditioning of 
facilities for the accommodation of merchandise which 
was not available in the war years; and the additional 
cost of maintaining equipment which normally would 
be replaced, but for which replacements were not avail¬ 
able. 

DEPRECIATION, RESERVES 

The amount charged against income for depreciation 
and amortization was $12,642,590 compared with 
$8,565,384 last year. 

The Company policy of depreciating fixed assets at 
rates in excess of those allowed for Federal income tax 
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purposes was continued during the year. We estimate 
$3,750,000 excess depreciation was charged this year, 
and of the excess charged off over many years there re¬ 
mained over $31,400,000 on January 31, 1947, to be 
allowed as expense in determining Federal income taxes 
in future years. 

TAXES 

Federal income taxes are estimated at $68,132,000. 
Last year’s provision was $60,827,000. 

The following shows the amount and extent of Com¬ 
pany earnings which go to Federal, state and local 
governments: 

1946 

Total Federal, state and 

local taxes $84,589,620 

Were equivalent to: 

Per cent of net income 

before taxes 45.80% 

Per share of stock $3.58 

Per $100 of net sales 5.25 

AUDITING COMMITTEE 

The Board of Directors appointed an auditing com¬ 
mittee consisting of four directors who are not officers or 
employes. This committee selected Allen R. Smart & 
Co. to make the 1946 audit. A similar committee will 
select the auditors for 1947. 

OFFICERS 

Mr. Arthur S. Barrows was elected Vice Chairman of 
the Board of Directors on March 25, 1946. lie had 
served as President since August 24, 1942. 

Mr. Fowler B. McConnell was elected President, suc¬ 


ceeding Mr. Arthur S. Barrows, on March 25,1946. He 
has been an employe since November 29, 1916, was 
elected an Officer on January 29, 1935 and for the past 
several years had held the office of Vice President in 
Charge of Personnel and Retail Administration. 

PROFIT SHARING AND RETIREMENT PROGRAM 

The Company’s contribution to The Savings and 
Profit Sharing Pension Fund of Sears, Roebuck and Co. 
Employes was $16,786,535. There were 63,650 em¬ 
ployes in the Fund at the close of the year and, as the 
largest single stockholder of Sears, Roebuck and Co., 
the Fund owned 3,547,519 shares, which equals 15% of 
the outstanding capital stock. 

The Company’s contribution to The Supplemental 
Savings and Retirement Plan of Sears, Roebuck and Co. 
Employes was $1,500,000. The membership in this Plan 
consists of 2,189 employes, of whom 38 are retired and 
are receiving retirement allowances. Further explana¬ 
tion of these Plans is contained in the Proxy Statement. 

CONCLUSION 

The Company’s growth gave employment to many 
new employes, increasing the average number of regu¬ 
lar employes from 68,430 last year to 87,960 this year. 
In addition, an average of 40,790 employes were em¬ 
ployed on a part-time basis, compared with 35,000 last 
year. 

We acknowledge with appreciation the helpful co¬ 
operation and effort of the employes. This excellent 
spirit has been very important in making this the record 
year in our history. 

We cordially invite your suggestions for the improve¬ 
ment of the Company. 


1945 

$73,262,472 


67.15% 

$3.11 

7.01 


Approved by the Board of Directors, 




CHAIRMAN 





PRESIDENT 


Chicago, Illinois 
March 24, 1947 
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SEARS, ROEBUCK AND CO. 

CONSOLIDATED INCOME AND EARNED SURPLUS ACCOUNT 


FOR THE YEARS 

ENDED JANUARY 

31, 1947 AND 

1946 


EXCLUDING INSURANCE COMPANIES 

NOT CONSOLIDATED 



1946 

1945 

Net Sales . 


$1,612,596,050 


$1,045,258,832 

Other Income. 


6,330,461 


1,837,759 

Total Income. 


1,618,926,511 


1,047,096,591 

Deduct: 

Cost of Sales, Advertising, Selling, Administra¬ 
tive and General Expense . 

Repairs and Maintenance . 

Depredation . 

Taxes (Other than Federal Taxes on Income) . 
Contributions to: 

The Savings and Profit Sharing Pension Fund of Sears, 

Roebuck and Co. Employes . 

The Supplemental Savings and Retirement Plan of Sears, 

Roebuck and Co. Employes . 

$1,391,933,163 

11,376,087 

12,642,590 

16,457,620 

16,786,535 

1,500,000 

1,450,695,995 

$909,897,438 

8,328,147 

8,565,384 

12,435,472 

9,708,314 

1,500,000 

950,434,755 

Net Income before Provision for Federal 

Taxes on Income . 


168,230,516 


96,661,836 

Provision for Federal Taxes on Income: 

Normal Tax and Surtax . 

Excess Profits Tax. 

68,132,000 

68,132,000 

18,528,000 

42,299,000 

60,827,000 

Consolidated Net Income. 


100,098,516 


35,834,836 

Earned Surplus, Beginning of Year . . . 


130,751,291 


119,936,581 

Dividends Paid. 


230,849,807 

41,328,777 


155,771,417 

25,020,126 

Earned Surplus, End of Year . 


$ 189,521,030 


$ 130,751,291 


Note: The foregoing Consolidated Income and Earned Surplus Account excludes undistributed net profits of unconsolidated 
insurance companies of $41,173 for the year ended December 31, 1946, and $932,414 for the year ended December 
31, 1945. 

CHARLES E. HUMM, 
Comptroller 
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SEARS, ROEBUCK AND CO. 

EXCLUDING INSURANCE COMPANIES 


ASSETS 



January 31, 1947 

January 31 

f, 1946 

Current Assets: 





Cash. 


$ 76,906,158 


$ 68,488,312 

U. S. Government Securities. 


56,538,057 


141,766,781 

Marketable Securities (Market Value $7,840,585) . 


3,673,891 


5,548,060 

Accounts and Notes Receivable: 





Customers Installment Accounts. 

$ 1,625,952 


$ 812,159 


Equity in Installment Accounts Sold. 

12,122,641 


6,433,582 


Other Customers Accounts. 

16,896,533 


10,749,467 


Manufacturers, and Miscellaneous Accounts . . . 

13,767,979 


8,903,279 


Total. 

44,413,105 


26,898,487 


Less: Reserve for Collection and Doubtful Accounts 

6,084,595 

38,328,510 

3,685,093 

23,213,394 

Inventories (Mail Order and Factory inventories valued at lower 





of cost or market. Retail Store inventories valued in accordance 







294,155,238 


181,595,547 

TOTAL CURRENT ASSETS. 


469,601,854 


420,612,094 

Investments and Other Assets: 





Insurance Companies (100% Owned) . 

4,848,347 


2,848,347 


Other Investments and Advances. 

5,380,287 

10,228,634 

4,983,366 

7,831,713 

Fixed Assets: (Af Cost) 





Land. 


20,125,670 


31,286,173 

Buildings. 

121,325,740 


110,097,281 


Less: Reserve for Depreciation . 

46,818,000 

74,507,740 

53,301,193 

56,796,088 

Furniture, Fixtures and Equipment. 

59,273,583 


47,273,784 


Less: Reserve for Depreciation . 

46,687,272 

12,586,311 

44,442,224 

2,831,560 

TOTAL FIXED ASSETS. 


(107,219,721) 


(90,913,821) 

Deferred Charges: 





Prepaid Advertising and Supplies. 

11,529,472 


7,840,323 


Insurance, Rents and Other Charges. 

3,101,978 

14,631,450 

803,733 

8,644,056 

Goodwill. 


1 


1 



$601,681,660 


$528,001,685 
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CONSOLIDATED BALANCE SHEET 

SHOWN AS INVESTMENTS 

LIABILITIES AND CAPITAL 

January 31, 1947 


Current Liabilities: 

Accounts Payable. $ 33,734,824 

Due Customers—Refunds and Unfilled Orders . . . 25,053,434 

Federal Taxes on Income. 68,132,000 

Other Accrued Taxes. 19,013,844 

Other Accruals. 28,625,557 

TOTAL CURRENT LIABILITIES. 174,559,659 


January 31, 1946 


$ 38,466,317 
30,998,718 
60,827,000 
14,663,111 
19,367,201 
164,322,347 


Reserves For: 

Prior Years Taxes. 

Collection of Installment Accounts Sold 

Other Purposes. 

Contingencies. 


$ 4,351,542 

11,254,683 
2,513,909 

28,500,000 46,620,134 


$ 4,416,862 

7,338,919 
2,401,574 

28,500,000 42,657,355 


Capital Stock—Without Par Value: 

Authorized. 

Issued and Outstanding. 


Shares 

24,000,000 

23,625,304 190,980,837 


Shares 

24,000,000 

23,577,956 190,270,692 


Earned Surplus— Annexed Exhibit. 189,521,030 130,751,291 

$601,681,660 $528,001,685 

The accounts as at January 31, 1946, have been restated in some instances to give effect to reclassifications made 
during the current year. 

CHARLES E. HUMM, 
Comptroller 
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Allen R. Smart & Co. 

CERTIFIED PUBLIC ACCOUNTANTS 


To The Stockholders and Board of Directors of 
Searsy Roebuck and Co.: 

We have examined the Consolidated Balance Sheet of Sears, Roebuck and Co. 
and subsidiary companies as of January 31, 1947, and the related Consolidated 
Income and Earned Surplus Account for the fiscal year then ended, have reviewed 
the system of internal control and the accounting procedures of the companies and, 
without making a detailed audit of the transactions, have examined or tested 
accounting records of the companies and other supporting evidence, by methods, 
and to the extent we deemed appropriate. Our examination was made in accord¬ 
ance with generally accepted auditing standards applicable in the circumstances 
and included all procedures we considered necessary. The financial statements of 
a subsidiary company have been certified to by other independent accountants; 
the assets of this company, however, are not significant in relation to the total 
consolidated assets. 

The methods of taking physical inventories were reviewed and tests were made 
of quantities, prices, and computations at all mail order houses, at approximately 
one-third of the retail “A” stores, and at approximately one-half of the warehouses. 
The remaining inventories at retail stores and factories, many of which were 
examined by us during the year under a program of periodic audits, were checked 
as to their substantial accuracy as at the close of the fiscal year by application of 
gross profit tests and other auditing procedures. Based upon our examination, the 
inventories were carefully taken and are correctly priced. 

In our opinion, the accompanying Consolidated Balance Sheet and related 
Consolidated Income and Earned Surplus Account present fairly the position of 
Sears, Roebuck and Co. and its subsidiaries at January 31, 1947, and the results 
of their operations for the fiscal year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the pre¬ 
ceding year. 


Chicago, Illinois 
March 20, 1947 


ALLEN R. SMART & CO. 
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